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RESPONSE TO COMMENT ON STATEMENT OF ADMINISTRATIVE POLICY 
REGARDING BALANCE SHEET TREATMENT OF CREDIT EQUIVALENT TO 
REDUCTION IN INCOME TAXES 
The Securities and Exchange Commission today made public a letter sent 
by its Chief Accountant, Andrew Barr, to Mr. Carman G. Blough, Director of Re-
search, American Institute of Certified Public Accountants, in response to his 
comment on this Commission's Statement of Administrative Policy Regarding 
Balance Sheet Treatment of Credit Equivalent to Reduction in Income Taxes pub-
lished February 29, 1960. The text of the letter follows: 
"The Commission has authorized me to respond to your letter in which 
you express concern over the wording of the last sentence in the first 
full paragraph on page 4 and the first sentence of the paragraph im-
mediately following it in Securities Act of 1933 Release No. 4191 
(also identified as Securities Exchange Act of 1934 Release No. 6189, 
Holding Company Act Release No. 14173, Investment Company Act of 1940 
Release No. 2977, and Accounting Series Release No. 85). The full 
paragraph to which you refer and the following sentence read as 
follows: 
'A number of comments indicated that, should the Commission 
take the foregoing position, it should be limited to matters 
connected with depreciation and amortization or, if not so 
limited, any additional items embraced within this principle 
should be clearly specified. It is the Commission's view, 
however, that comparable recognition of tax deferment should 
be made in all cases in which there is a tax reduction re-
sulting from deducting costs for tax purposes at faster rates 
than for financial statement purposes. (Footnote omitted.) 
'The Committee on Accounting Procedure of the American Insti-
tute of Certified Public Accountants agrees with the position 
expressed above.' 
"It was not the Commission's intention by the publication of this release, 
stating an administrative policy regarding balance sheet treatment of the 
credit equivalent to the reduction in income taxes when deferred tax ac-
counting is employed, to make mandatory the use of deferred tax accounting 
beyond the requirements of generally accepted accounting principles." 
